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Council Bill No. 18,Relatingto Deferralof RealPropertyTaxes

The HonorableDonovanDelaCruz, Chair
andMembersof the Council

My nameis LanceTanaka,and I am presentingthis testimonyon behalfof theHawaii Bankers
Association(“HBA”). HBA is a tradeorganizationwhosemembershipincludesall commercial
banksandthrift institutionsdoing businessin Hawaii,

HBA cannotsupportthe passageof CouncilBill No. 18 in its current form.

While we sympathizewith elderly homeownerswho arefinding it difficult to pay thehigherCity
propertytax assessments,HBA would like to takethis opportunityto outline the following issues
in Bill No. 18.

1. SECTION 1: The ordinancediscriminatesagainsttaxpayerswho do not conformto the
definition of “certainelderly persons.”Argumentscanbemadethatmanyyoung
homeownersjust startingout in life with familiesandotherobligationsareequally in
needof suchrelief Althougha younghomeowner’sincome is not fixed as it is with a
retiree,it is certainlynot guaranteedto increaseon ayear-to-yearbasis—orevento keep
pacewith inflation, rising healthcarecosts,andotherfinancialburdens.

2. Sec.8-.5: Sinceapprovalof a deferralrestswith the mortgageholder wherethe
residenceis undera mortgageor purchasecontract,lenderswill bearthe burdenof
verifying that conditionsaremetandconductingotherduediligence, as needed.This
createsan additionaladministrativeloadon loanprocessorswhomust now distinguish
qualified homeownersfrom othermortgageesandtracktheirdeferredtax obligations.It
is not clearwhat representations,if any,arebeingmadeby the mortgageholderin
signingoff on the deferral.

3. Sec.8-,,,.6:Allowing a tax lien to”.. .accurnulateup to eightypercentof the amountof
the claimant’sequityvalue...and.. .bearinterestatthe rateof eight percentper year...”
coulderodethe lender’ssecurity/equity.

4. Sec.8-_.7:Upon deferredtaxesbecomingpayable,and following the settlementoftax
obligationswith the City, lendersmayfind thattheirpositionshaveeroded—particularly
as propertyvaluesrecedein futureyears.Lendersbasetheir mortgagerateswith the
knowledgethat loanstvill performacertainway andyield certainreturns.Bill No. 18
injectsuncertaintyinto thepricing andadministeringof mortgages.In turn, this
uncertainlywould havea detrimentaleffect on thehousingmarketas lendersdepend
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on the secondarymarket’spurchasingof homeloans,whetherthepurchaseris Fannie
Mae,FreddieMac orHula Mae.The impactof this ordinancewill be mostfelt by junior
lien holderssuchasthosewho offer homeequity loans. Theseloanshavebeen
instrumentalin poweringHawaii’seconomicengineto theextentthatmanyeconomists
havereferredto a homeequity loanas an automatedteller machine.

Due to the uncertaintyandadministrativeburdenthat Bull No. 18 addsto the mortgagelending
process,we respectivelyask that you deferthisbill andallow the mortgageindustry to work with
youin crafting abalancedsolution.Thankyou for allowing theHBA to presentthesecomments
for yourconsideration.

LanceTanaka


